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Office of Near Eastern and South Asian Ancilysis 
Directorate of Intelligence 


24 January 1985 


NOTE FOR: AODI 


V 








A 




Attached is the package of briefing 
materials we propose providing to support 
preparation for the mid-February visit of 
Saudi King Fahd. We intend for it to go to 
PDB principals and senior working level 
officials involved in the visit. 

If you approve the package, CPAS will 
duplicate and collate the m aterials this 
weeken d, so it will be ready to disseminate 
Monday, 28 January. The format of the 
package will be similar to that done for the 
visit of Prime Minister Nakasone. 25X1 
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Chief, Persian Gulf Division 
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SUBJECT: Saudi Oil Policy 


Distribution: 

Orig - MESA 
1 - SA/DDCI 
1 - ExDir 
1 - DDI 
1 - DDI/PES 
1 - NIO/Econ 
1 - CPAS/ISS 
1 - OGI/PG/Ch 
X- OGI/PG 
1 - DD/OGI, D/OGI 

1 - Ch/SRD 

2 - PRB 


OGI/SRD/PRB| 


(7 Feb 85) 
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SECRET 



Washington.DC 20505 


DIRECTORATE OF INTELLIGENCE 
28 January 1985 

Saudi Oil Policy 


Summary 

Saudi Arabia's oil strategy is to maximize 
and protect Its oil derived wealth, to promote its 

OPEC, and to maintain the unity 
of the oil cartel. The Saudis presently are 

by pressing 

OPEC members to adhere to official prices and 
production quotas. Strong competition among oil 
^®® stymied Saudi efforts, however. If 
OPEC IS unable to agree soon on a realistic 

pricing policy, Riyadh may distance 

indf,;! 5*^°. orga nization and adopt a more 
independent stance. 


25X1 


In 


general. 


Saudi Arabia implements its oil policy by: 


Maintaining a large productive 
willingness to vary oil output 
price movements. 


capacity and the 
to moderate sharp 


oi 1 


Using its leadership within OPEC to extend Saudi 
production and pricing goals to include over half th^ 
non-communist world's oil productive capacity 


This paper was prepared by 
Comments and queries are welcome and 
Chief, Strategic Resources Division, 


Office 
may be 
OG I , on 


of Global Issues. 
directed tr, t-ha 
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members adhere to or ici nn^a OPEC market prices as long as 

assume , this tack pLtly Lcaus^of ""t h g’^i^elines. The Saudis 

organization. We believe, however, Jhat *" 

more fundamental concern abouf hho Riyadh is motivated by a 

price rundown tharcouIS dSeaL tL unchecked oil- 

countries and disrupt worirfina^cLT r®® exporting 

threaten strong unilateral ^ niarkets. Riyadh might 

OPEC members adhere to the cartel effort to ensure that 

pricing controls, but the Saudis are^f Production and 
" a ^ strategy that could provok" af un^cL^Jked'prL^^^a?. 
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within OPEC because Saudi interests ofte^^d^ * leadership role 
the other members, particularly tho«f^ diverge from those of 
oil reserves and large revenue^needs smaller 

aroused resentment and criticism anrf Saudi actions have 

Saudis manipulate OPEC polieiersolslvXr believe the 

Consequently, Saudi ability to exert TnJ? <^heir own benefit. 

IS limited, particularly in the Current sof^^'mn''®'' membe^^ 

competition among exporters is espectahrstrong. 


has t.eeh'’Suf i?rgel?'to1aCd!°aocomLd"t“”^^ trouble, this 
has allowed its annLl oil production to Riyadh 
b/d. The Saudis, however Sav over 5 million 

are no longer capable or wiliin^^o they 

unilaterally in order ?o sippor? OPEC-f^ P^^oduction 

structure. We believe the current price 

workable solution to OPEr'c r^ continue to seek a 

compromise can soon be achieved^^Iivadh'"’' ®^f®ctive 

the organization and take a more inX«n^ may distance itself from 
production and prices. I ^independent stance on oil 
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• £1 extreme circumstances Riyadh 

influence to exert political pressur^ rhi ^ 

a good understanding of the limitatinne Saudi. s, however, have 

muSri"''^ in the current Lft'oirmJrLf " 

financial and strategic stakrin ^ ^-^®''® a 

policies that might hurt nr Aiiona*-s=. i.u ^ avoiding oil 

their moderate image on oil matters to inf?^*^* Saudis use 

non-energy issues of importance t^Rivaih d"'"® Western views on 
the West specifically the United * Riyadh also looks to 

Arabia’s security. Moreover? the Sau^fr'"° P^^otect Saudi 
a sharp deterioration of Western ernn to avoid provoking 

signlficanbl, the ..lut'oTllZI fo\°e?SrLs«%\ 
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